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CITY  BUDGET  IS  BALANCED,  S 


In  our  September,  1993  report,  Securing  Boston ’s  Financial  Health,  the  Bureau  stated  that  the  City  of  Boston  faced 
a structural  revenue  gap  this  year  but  that  the  fiscal  1994  budget  is  balanced  and  expenditures  are  expected,  with 
prudent  management,  to  stay  within  existing  revenues.  A review  of  the  City’s  current  budget  position,  with  almost 
two-thirds  of  the  year  completed,  reaffirms  that  this  year’s  budget  is  balanced,  no  deficit  is  projected,  but  the 
structural  gap  remains.  Further  changes  in  the  budget  may  occur  over  the  next  three  months,  but  they  should  not 
prevent  Boston  from  ending  fiscal  1994  with  a small  operating  surplus.  The  current  budget  reflects  the  December 
tax  rate  revenue  and  expenditure  estimates,  updated  to  include  $3.0  million  in  budget  reallocations  and  the  recent 
$5. 1 million  supplementary  appropriation  for  the  School  Department. 

- • The  fiscal  1994  city  budget  is  balanced  at  $1,356  billion.  However,  the  City  is  caught  in  a fiscal  straight 

jacket  with  the  property  tax  and  state  aid  representing  72.6%  of  total  general  fund  operating  revenues  and 
each  restricted  by  legal  limits  or  state  policy.  Boston’s  revenue  structure  lacks  diversity  and  flexibility  and 
is  not  sufficient  to  maintain  the  growth  of  expenditures  facing  the  City  in  the  foreseeable  future. 

• To  bridge  the  gap,  state  help  will  be  needed  but  the  Menino  Administration  should  begin  by  implementing 
new  approaches  to  delivering  basic  city  services  more  efficiently  and  cost-effectively.  Improving  the 
productivity  of  city  services  will  require  changes  in  organizational  structure,  departmental  performance 
measures,  purchasing  and  procurement  practices,  employee  contract  work  rules,  human  resource 
management,  technology  utilization  and  the  introduction  of  new  forms  of  competition. 

• As  a result  of  three  consecutive  years  of  taxable  value  decline  and  tax  levy  increase,  Boston’s  fiscal  1994 
gross  levy  of  $660.2  million  is  only  $8.9  million  below  the  Proposition  2lA  levy  ceiling.  This  year’s  overall 
tax  rate  of  $24.67  is  just  $0.33  less  than  the  2.5%  limit  of  $25.00. 

• The  budgets  of  the  priority  departments  of  Health  and  Hospitals,  School,  Police  and  Fire  and  employee 
health  insurance  account  for  most  of  the  spending  increases  this  year.  These  five  budgets  represent  two- 

thirds  of  the  City’s  planned  spending  in  fiscal  1994. 


WHERE  THE  MONEY  COMES  FROM 

Revenues  for  general  fund  operations  in  fiscal  1994  increased  by  $36.1  million  or  2.7%  over  fiscal  1993.  This  represents 
the  first  overall  increase  in  revenues  for  Boston  after  two  consecutive  years  of  cuts.  The  City’s  total  resources  for 
operations  were  cut  by  $43.8  million  or  3.2%  in  fiscal  1992  and  by  $4.8  million  or  0.4%  in  fiscal  1993.  A small  increase 
in  state  aid  after  three  consecutive  years  of  cuts  and  a $34.5  million  rise  in  the  net  property  tax  levy  are  the  primary 
reasons  for  the  growth  in  City  revenues  this  year. 

The  Property  Tax  Levy 

The  net  property  tax  levy,  Boston’s  largest  revenue  source,  totals  $625.2  million  in  fiscal  1994  and  represents  46.1%  of 
the  City’s  total  general  fund  revenues.  That  represents  an  increase  of  $34.5  million  or  5.8%  over  fiscal  1993.  The  net 
levy  equals  the  City’s  gross  levy  less  the  overlay  reserve  for  abatements.  The  table  on  page  two  shows  the  components 
of  the  City’s  fiscal  1994  gross  levy.  This  year’s  gross  levy  increased  by  $15.6  million  due  to  the  normal  2.5%  increase  over 
the  prior  year’s  levy  limit  and  by  $19.6  million  due  to  new  growth.  Reflecting  the  development  status  in  Boston,  this 
year’s  new  growth  is  $7.2  million  or  26.7%  below  last  year’s  growth  of  $26.8  million. 


Property  Values 

The  City’s  total  taxable  value  in  fiscal 
1994  is  $26.8  billion,  a drop  of  $523.3 
million  or  1.9%  from  fiscal  1993. 

Residential  property  values  declined  by 
$408.3  million  or  2.5%,  while 
commercial,  industrial  and  personal 
property  values  decreased  by  $114.9 
million  or  1.1%.  Over  the  last  three 
years,  the  City  has  lost  over  one-quarter 
of  its  taxable  value,  a decrease  of  $9.6 
billion  or  26.4%.  Within  the  overall 
value  drop  this  year,  the  City  did  achieve 
increased  value  through  new  growth  of 
$64.6  million  or  3.7%  due  to  the  push  by 
the  Assessing  Department  to  capture  more  of  the  City’s  existing  personal  property.  The  completion  and  leasing  of  two 
projects  added  $29.1  million  as  the  taxable  value  of  the  Prudential  Center  retail  complex  increased  by  $18.3  million  and 
International  Place  II  increased  by  $10.8  million. 

Property  Tax  Rates 

For  the  third  consecutive  year,  Boston’s  tax  rates 
increased  as  property  values  dropped  and  the  tax 
levy  increased.  As  long  as  Boston’s  tax  levy  is 
less  than  2.5%  of  the  City  full  and  fair  cash  value 
(levy  ceiling),  the  levy  can  increase  even  if  the 
value  declines.  That  combination  of  an  increase 
in  the  levy  and  decrease  in  value  will  cause  the 
tax  rates  to  increase.  In  fiscal  1994,  Boston’s 
residential  tax  rate  increased  by  8.5%  to  $13.97 
and  its  business  rate  increased  by  6.8%  to  $42.72. 

Boston’s  overall  tax  rate  this  year  is  $24.67,  just 
$0.33  less  than  the  2.5%  limit  of  $25.00.  This 
year,  Boston’s  gross  tax  levy  of  $660.2  million  is 
only  $8.9  million  below  the  Proposition  l/z  levy 
ceiling. 

State  Revenues 

Direct  state  aid  totals  $359.7  million  in  fiscal 
1994  and  is  the  City’s  second  largest  revenue 
source,  representing  26.5%  of  total  general  fund 
revenues.  State  aid  this  year  increased  by  $9.7 
million  or  2.8%  over  the  prior  year.  Of  this  increase,  $7.2  million  or  74.7%  is  distributed  through  the  Chapter  70 
educational  aid  account  in  compliance  with  the  State’s  Education  Reform  Act.  Because  the  School  Department  is 
spending  in  excess  of  its  required  foundation  budget  level,  $4.5  million  of  the  $7.2  million  is  allocated  to  Boston  through 
the  tax  equity  aid  fund  and  could  have  been  applied  to  general  government  purposes.  The  City,  however,  used  these 
funds  to  help  finance  the  first  year  costs  of  the  one-year  contract  with  the  Boston  Teachers  Union. 

The  State  established  a new  state  aid  program  in  fiscal  1994,  the  Municipal  Stabilization  Fund,  from  which  Boston  is 
expected  to  receive  $1.9  million.  This  fund,  which  consists  of  additional  lottery  funds  distributed  through  the  lottery 
formula,  is  the  only  discretionary  new  state  money  available  to  the  City.  To  provide  a precise  comparison  over  the  last 
year,  the  state  aid  figures  for  fiscal  1993  have  been  adjusted  to  reflect  accounting  changes  required  in  fiscal  1994  by  the 
Commonwealth’s  consolidation  of  two  education  grant-funded  items  into  the  Chapter  70  general  fund  account. 

Health  & Hospital  Revenues 

Revenues  from  the  Health  & Hospital  Department  represent  the  City’s  third  largest  revenue  source  (12.1%  of  total)  and 
are  expected  to  generate  $163.4  million  in  fiscal  1994.  That  represents  an  increase  of  $8.6  million  or  5.6%  over  the  last 
year.  Boston  City  Hospital  (BCH),  which  makes  up  the  majority  of  the  Department’s  revenues,  receives  more  than  70% 


THE  PROPERTY  TAX 

Fi gures 

In  000'S 

FY  1993 

FY  1994 

CHANGE 

% CHANGE 

VALUATION 

$27,288,203  $26,764,933 

($523,270) 

-1.9% 

BUSINESS 

10,919,864 

10,804,928 

(114,936) 

-1.1% 

RESIDENTIAL 

16,368,339 

15,960,005 

(408,334) 

-2.5% 

TAX  LEVY 

$624,656 

$660,244 

$35,588 

5.7% 

BUSINESS 

436,685 

461,596 

24,911 

5.7% 

RESIDENTIAL 

187,970 

198,648 

10,678 

5.7% 

TAX  RATE 

$22.89 

$24.67 

$1.78 

7 . 8% 

BUSINESS 

$39.99 

$42.72 

$2.73 

6.8% 

RESIDENTIAL 

$12.88 

$13.97 

$1.09 

8.5% 

LEVY  CEILING 

$682,205 

$669,123 

($13,082) 

-1.9% 

LEVY  BELOW  CEILING  $57,550 

$8,880 

($48,670) 

-84.6% 

GROV/TH  IN  TAX  LEVY 

Fiscal  Years  1993-1994 

FISCAL  1993  FISCAL  1994 

CHANGE  % 

CHANGE 

PRIOR  YEAR  LEVY  LIMIT 
21/2%  LEVY  GROWTH 
NEW  GROWTH 

$583,460,326  $625,154,761  $41,694,434 
14,586,508  15,628,869  1,042,361 

26,759,407  19,611,441  (7,147,966) 

7 . 1% 
7 . 1% 
-26.7% 

LEVY  LIMIT 
AMENDED  GROWTH 

$624,806,242  $660,395,071 
348,519 

(348,519) 

-100.0% 

TOTAL 

$625,154,761  $660,395,071 

$35,240,310 

5.6% 

GROSS  TAX  LEVY 

$624,662,528  $660,243,604  $35,581,076 

5.7% 

WHERE 

THE  HONEY  COMES  FROM 

Figures  In  000's 

BUDGET 

CHANGE 

FY 

94  % 

FY  1993 

FY  1994 

FY  93-94  % 

CHANGE  OF 

TOTAL 

GROSS  PROPERTY  TAX 

$624,663 

$660,244 

$35,581 

5.7% 

48.7% 

OVERLAY 

(34,000) 

(35,044) 

(1.045) 

3 . 1% 

-2.6% 

NET  PROPERTY  TAX 

$590,663 

$625,199 

$34,536 

5.8% 

46.1% 

REVENUES 

$278,208 

$278,182 

($26) 

0.0% 

20.5% 

CITY  DEPARTMENTAL 

120,924 

111,357 

(9,567) 

-7.9% 

8.2% 

HEALTH  & HOSPITALS 

154,783 

163,380 

8,597 

5.6% 

12.1% 

SUFFOLK  COUNTY 

1,970 

2,945 

975 

49 . 5% 

0.2% 

SCHOOL 

531 

500 

(31) 

-5.8% 

0.0% 

STATE  REVENUES 

$349,982 

$359,654 

$9,672 

2.8% 

26.5% 

ADDITIONAL  ASSISTANCE 

206,638 

206,638 

0 

0.0% 

15.2% 

CHAPTER  70  [1] 

59,378 

66,602 

7,224 

12.2% 

4.9% 

LOTTERY 

27,233 

27,233 

0 

0.0% 

2 . 0% 

MUNICIPAL  STABILIZATION  AID 

0 

1,886 

1,886 

100.0% 

0.1% 

OTHER 

56,733 

57,295 

562 

1 . 0% 

4.2% 

AIRCRAFT  FUEL  TAX 

$11,387 

$11,400 

$13 

0.1% 

0.8% 

CH.  1 21 A - PROPERTY  EXCISE 

27,641 

23,700 

(3,941) 

-14.3% 

1.7% 

HOTEL/MOTEL  EXCISE 

14,064 

14,100 

36 

0.3% 

1 . 0% 

MOTOR  VEHICLE  EXCISE 

30,054 

20,525 

(9,529) 

-31.7% 

1 . 5% 

NON-RECURRING  REVENUES 

6,067 

11,051 

4,984 

82.1% 

0.8% 

MISC.  REVENUES 

11,358 

11,735 

377 

3.3% 

0.9% 

NET  AVAILABLE  FOR  OPERATIONS 

$1,319,424  $1,355,546 

$36,122 

2 . 7% 

100.0% 

[1]  Chapter  70  reflects  accounting  changes  made  by  the  Commonwealth. 

of  its  revenues  from  services  provided  to  Medicaid  and  Uncompensated  Care  Pool  or  free  care  patients.  Additionally, 
BCH  receives  certain  specific  payments,  which  aggregate  in  excess  of  $30  million  annually,  in  recognition  of  its  unique 
status  of  serving  the  poor  and  underserved.  Continuation  of  these  payments  and  BCH’s  special  status  are  essential  for 
the  financial  viability  of  the  Hospital  and  for  the  options  being  considered  for  the  Hospital. 

City  Departmental  Revenues 

The  City  has  estimated  conservatively  that  its  departmental  revenues  will  total  $1 11.4  million,  which  represents  a reduction 
of  $9.6  million  or  7.9%  from  fiscal  1993  actual  collections.  Decreases  are  projected  by  the  City  in  the  areas  of  payments 
in-lieu  of  taxes  (-$2.2  million  or  -10.0%),  parking  fines  (-$1.8  million  or  -3.5%)  and  building  and  structure  permits  (-$1.5 
million  or  -17.3%).  No  city  departmental  revenue  accounts  are  budgeted  to  increase  over  prior  year  actual  receipts. 

Non-Recurring  Revenues 

Included  in  the  City’s  fiscal  1994  revenue  projection  are  "non-recurring"  revenues  from  the  sale  of  assets,  court  settlements 
and  other  revenues  that  are  not  permanent  or  dependable  sources  for  funding  basic  city  services.  In  fiscal  1994,  the  City 
has  budgeted  $11.1  million  in  non-recurring  revenues,  an  increase  of  $5.0  million  or  82.1%  over  the  prior  fiscal  year.  Of 
this  total,  $9.3  million  or  84.3%  comes  from  the  proceeds  from  the  sale  of  land  to  the  state  for  the  central  artery  project. 
The  City  is  relying  on  this  source  for  $7.1  million  more  than  it  spent  last  year. 

Other  Revenues 

All  other  revenues  as  reported  in  the  table  above,  are  projected  to  decline,  in  aggregate,  by  $13.0  million  or  13.8%  in 
fiscal  1994.  The  largest  declines  are  expected  in  motor  vehicle  excise  collections,  a drop  of  $9.5  million  or  31.7%  and 
Chapter  121A  property  excise,  which  is  projected  to  drop  by  $3.9  million  or  14.3%.  The  motor  vehicle  excise  estimate 
reflects  normal  collections  but  is  less  than  last  year’s  actuals  because  of  a large  amount  of  fiscal  1992  collections  received 
in  fiscal  1993  due  to  late  billing.  Prior  year  bills  will  not  be  a real  factor  this  year. 


WHERE  THE  MONEY  GOES 


Spending  for  city  services  this  year  is  budgeted  at  $1,356  billion,  an  increase  of  $38.7  million  or  2.9%  over  fiscal  1993. 
This  increase  follows  two  consecutive  years  of  expenditure  decreases.  Over  the  four  years  prior  to  fiscal  1994,  city 
spending  decreased  by  $16.4  million  or  1.2%.  After  three  years  without  contracts,  salary  increases  averaging  3%  for  most 
employees  are  included  in  the  fiscal  1994  budget.  Still  without  a contract  are  fire  fighters,  police  officers  and  school 
employees  who  are  not  members  of  the  Boston  Teachers  Union. 

Departmental  Increases 
The  largest  departmental 
budget  increases  are  in  the 
traditional  priority  areas  of 
Health  and  Hospitals  ( + $14.4 
million  or  7.9%),  Schools 
( + $18.6  million  or  4.8%), 

Police  ( + 4.3  million  or  3.3%) 
and  Fire  ( + $829,000  or  1.0%). 

The  increases  in  these  four 
departments  total  $38.1  million 
or  4.9%.  Authorized  spending 
for  all  other  city  departments, 
excluding  these  four,  increased, 
in  aggregate,  by  only  $3.0 
million  or  1.6%.  Employee 
health  insurance  (excluding 
hospitals  and  schools) 
represents  the  third  largest 
budget  increase  in  fiscal  1994, 
growing  by  $8.8  million  or 
13.9%. 

The  biggest  spending  increases 
are  concentrated  in  the 
departments/services  that 
represent  the  largest  share  of 
the  budget.  The  budgets  of  the  four  departments  and  health  insurance  represent  two-thirds  of  the  City’s  planned 
spending  in  fiscal  1994.  State  assessments,  which  chiefly  represent  Boston’s  share  of  the  MBTA  deficit,  rose  by  $1.8 
million  or  3.3%  from  last  year. 

Pension  and  Other  Decreases 

A larger  than  expected  increase  in  departmental  budgets  this  year  was  made  possible  by  a decrease  of  $11.5  million  or 
10.3%  in  the  City’s  pension  costs.  Increased  employee  contributions,  improved  investment  yields  and  no  salary  increases 
for  three  years  accounted  for  the  lower  actuarial  estimate.  After  this  adjustment,  the  pension  liability  will  increase  by 
about  5.0%  over  the  next  few  years.  Debt  service  expenses  will  decrease  by  $1.1  million  or  1.2%  in  fiscal  1994.  Other 
budgets  cut  from  the  prior  year  include  Real  Property  (-$435,000  or  6.8%)  and  Public  Works  (-$981,000  or  1.8%). 

Conclusion 

The  fact  that  Boston  is  expected  to  finish  fiscal  1994  with  a balanced  budget  does  not  negate  the  existence  of  a structural 
gap  between  current  revenues  and  the  level  of  expenditures  felt  necessary  to  sustain  the  delivery  of  basic  city  services. 
The  City  will  need  to  take  the  initiative  to  fundamentally  change  how  city  services  are  provided  and  managed  to  lessen 
the  gap.  As  demonstrated  in  other  cities,  the  continued,  personal  commitment  of  the  Mayor  is  essential  to  the  successful 
implementation  of  these  service  improvements.  State  help  is  needed  and  should  come  first  through  full  assumption  of 
county  correctional  services  since  the  prospect  of  new  tax  sources  is  questionable  in  this  election  year. 


WHERE 

THE  MONEY 

GOES 

Figures  In  000'S 

BUDGET 

CHANGE 

FY 

94  % 

FY  1993 

FY  1994 

FY93-94 

•/.CHANGE  OF 

TOTAL 

FIRE 

$83,004 

$83,833 

$829 

1.0% 

6.2% 

POLICE 

127,541 

131,810 

4,269 

3.3% 

9 . 7% 

OTHER  CITY 

192,048 

195,089 

3,041 

1 . 6% 

14.4% 

SUFFOLK  COUNTY 

11,036 

11,066 

30 

0.3% 

0.8% 

HEALTH  & HOSPITALS 

182,765 

197,163 

14,398 

7 . 9% 

14.5% 

SCHOOLS  [1] 

388,370 

406,995 

18,625 

4.8% 

30.0% 

EMPLOYEE  BENEFITS 

$187,565 

$184,318 

($3,247) 

-1.7% 

13.6% 

HEALTH  INSURANCE  [2] 

$63,023 

$71,789 

$8,766 

13.9% 

5.3% 

STATE  BOSTON  RETIREMENT 

112,012 

100,529 

(11,483) 

-10.3% 

7.4% 

OTHER  EMPLOYEE  BENEFITS 

12,530 

12,000 

(530) 

-4.2% 

MANDATORY  EXPENSES 

$144,553 

$145,273 

$720 

0.5% 

10.7% 

STATE  ASSESSMENTS 

$55,163 

$56,980 

$1,817 

3.3% 

4 . 2% 

DEBT  SERVICE 

89,389 

88,293 

(1,097) 

-1.2% 

6.5% 

GRAND  TOTAL 

$1,316,882  $1,355,546 

$38,664 

2 . 9% 

100.0% 

[1]  Reflects  changes  in 

accounting 

required  by  the  Commonwealth. 

[2]  Does  not  include  school  and  hospital  figures. 
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